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The    1940-41   season    is  the  fourth  consecutive  year  that  the  total 

WORLD  SUPPLY  OP  COTTON  HAS  BEEN  CLOSE  TO  50  MILLION  BALES.   Pr I  OR  TO 
THESE  YEARS  IT  H AO  NEVER  REACHED  45  MILLION  BALES.  WORLD  PRODUCTION 
ALSO  HAS  BEEN  UNUSUALLY  HIGH-  IN  RECENT  YEARS.   NEVERTHELESS,  THE  CARRY- 
OVER HAS  BECOME  MUCH  LARGER  RELATIVE  TO  PRODUCTION  AND  IN  THE  LAST  3 
YEARS  CONSTITUTED  41  TO  45  PERCENT  OF  THE  TOTAL  SUPPLY. 

World  mill  consumption  in  the  last  4  years,  of  28  million  to  31 

MILLION  BALES,  HAS  BEEN  CONSIDERABLY  HIGHER  THAN  EVER  BEFORE.   The 

British  blockade  if  continued,  together  with  other  developments  is 

LIKELY   TO    REDUCE    MATER  I  ALLY   WORLD    CONSUMPTION     IN     1940-41     DESPITE     A    RE- 
CORD   HIGH    CONSUMPTION     IN    THE    UNITED    StATES. 
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(Fall  outlook  issue) 


United  States  farmers  are  new  harvesting  their  lj'-rO 
cotton   croo   and  must    decide  whether  to   sell  it    as   soon  as 
ginned  or  to  wait,   hoping  that  prices  will  advance   enough 
to  more  than   equal  holding  costs.      This   issue  of  The  Cot- 
ton  Situation,    therefore,    has  been  prepared  with  particu- 
lar reference  to   the  outlook  for  the   current  marketing 
season.      This  report,    supplemented  by  material   to  be  pub- 
lished in   succeeding  issues,    should   also  be  of  aid  in 
planning  the  19^-1  production  program. 


Summary  of  the   19^0-^1  outlook 
Present    indications  are   that   the  total  world   supply  of   cotton  for 
the   current    (1940-Ul)    season  will  be  about   50  million  bales*      Of  this  total, 
the   supply  of  American   cotton  will  be   about   25  million  bales.      These  totals 
are  about    the   same  as  for  last    season  but   are  much  above   average.      The 
current    season  will  make   the   fourth  consecutive  year  of  a  total  world  supply 
of   cotton   close   to   ^0  million  bales  and  of  American  cotton   close  to    25  million 
bales.      Prior   to   1937  "the  total  had  never  reached  k?  million  bales,    and  ex- 
cept   for  192b   and  1931~33   the   supply  of  American   cotton  had  never   exceeded 
21  million  bales. 

Tlie  world'  s   effective  demand  for   cotton   seems  likely  to  be  much  less 
this   season   than  last.      If  the  British  blockade   continues   in   effect,    world 
demand  probably  will  be  the  weakest   for   several  years.     Practically  all  of 
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continental  lurope   (excluding  Bissia) ,    -'here  in  the  5  years   ended  July  1939 
consumption   of  imported  cottons  averaged  roughly  5  million  hales  including 
2—1/2  million  hales  of  American,    is   cut   off  from  exporting  countries  "by  the 
British  "blockade.      Furthermore,    consumption  prospects  in  Japan,    China,    and 
Great  Britain   are  less  favorahle  this   sea.son  than  last. 

Under  the   stimulus   of  large  United  States   Government  purchases   of 
cotton  textiles  and  the  prospective  high  level  of  industrial  production, 
employment,    and  pay  rolls,    United  States   cotton   consumption   seems  likely  to 
materially   exceed  S  million  hales  during  the   current    season.      It  may  total 
S-l/2  to  o~3/^-  million  hales   compared  with  7~3/^  million  hales  last    season 
and  the  record  high  in  193^—37   c±  nearly  S  million  hales.     But   reduced   con- 
sumption in  foreign   countries  of  "both  American  and  foreign  growths   is  likely 
to  much  more  than  offset   increased  consumption  in  the  United  States.      world 
consumption  for  the  current    season  may  he  reduced  to   the  lowest   level   since 
the  early  1930* s. 

The  loss   of  market   outlets  and  the  reduced  consumption  in  Great  Britain 
and  in  the  Orient   rail  greatly  reduce  exports   of  American  and  other   cottons 
during  the   current    season.      In   addition,    wide  price  disparities  "between  Ameri- 
can and  irrrocrtjd  foreign   cottons    seem  likely  to   reduce   exports  of  American 
cotton  in  relation  to   foreign  growths.     Present    conditions  indicate   that   ex- 
ports of  American   cotton  may  he  much  less  than  2  million  hales  as   compared 
with  more  than  6  million  hales  last    season.      Through  a  reduction  in   stocks, 
foreign  consumption   of  American   cotton  may  possihly  exceed   exports  from  the 
United  States  "by  1,    or   even  1-1/2,    million  hales. 

From  the   immediate  standpoint,    the  shock  of  the  loss  in   export  markets 
and  reduced  cotton   consumption  prospects  for  American  and  foreign   cottons  is 
"being  cushioned  by  the  United  States  Government's  loan  program.     Under  this 
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program  most   of  the  domestic  stocks  of  old  crop   cotton  is  "being  withheld 

from   trade   channels,    and  a  large  part   of  the  19*40  crop   is   eligible  for 

Government   loans  at    rates  about  one-fifth  to   one-third  cent  per  pound  higher 

than  the  1933   rates.     As  a  result,    domestic  prices  of  spot    cotton  are  being 

supported  at   about   the  19^0  loan  rates,    despite  weak  world  demand  conditions. 

Domestic  prices,   which  averaged  a  little  higher  in  early  October  than  a  year 

earlier,   were  only   slightly  higher  than  the  average  for  1937-38  and  1935>-39 

when,    except    for  193^  an^-  1932,   prices  were  the  lowest    since  the  beginning 

i 
of  the  World  TTa.r  in  191^-.      If  prices   continue  about  as  in  early  Octoher,    the 

considerably  larger  19*40  production  will  give  cotton  producers  an  S  to   10 
percent  larger  return  from   cotton  this  year*  than  last.      Such  returns,    however, 
would  be  about    one-half  of   the  average  for  the  decade  of  the  1920' s. 

In  view  of  world  consumption  prospects   and  present    estimates   of  pro- 
duction,   the  world  carry-over  of  all   cotton  on  August   1,    19^1   is  likely  to 
be  materially  larger  than  the  20-2/3  million  hales  in  19^-0   and   somewhat 
larger   than  the  record  high  of  22-3/4  million   in  1933.      The  I9U1  world  carry- 
over of  American  cotton  may  approa.ch  or  even   exceed  the  1939  po^-k  of  more 
than  lh  million  bales.      All  but   ahout   1  million  bales  or  less  of  the  American 
cotton   carried  over  is  likely  to  be  in  the  United  States  and  most   of  it   owned 
or  held  as   collateral,  by  the  United  States   Government. 

—   October  30,    I9U0 
SUPPLY 
World  sup-oly  again  at  record  high 

A  world   supply  (carry-over  plus  production  or  ginnings)    of  all  commer- 
cial  cotton  for  the   current    (19UC-U1)    season  of   close  to   50  million  hales   is 
indicated  from  prospects   in   Late  Octoher.      This   is   somewhat   higher  than  for 
the  previous   season  and  the  fourth  consecutive  year  in  which   supplies  have 
"been  nea.r  this   figure.      It    is  about   a  sixth  more  than  the  average  for  the  10 
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years   ended  193^~39»      It    is  more  than  5 "million   Dales  larger  than  the  peak 
reached  before  1937~*32«     Present   (late  October)    estimates   indicate  a  slight 
decrease  in  the    supply  of  American   cotton,    hut   the   supply  of  foreign  is   ex- 
pected to  be  more  than  a  million  bales  larger  than  in  1939—^0. 

The  19^0-^1   supply  of  American   (U.    S.    grown)    cotton  is  now  estimated 
at   25-I/3  million  running  bales   compared  with  25~3/^  million  bales  last 
season.      This  makes  the  fourth  consecutive  year  that   the   supply  of  American 
cotton  has  been   close  to   25  million  bales  and  roughly  half  of  the  world 
total.      Except    for  1926  and  1931-33  the   supply  before  these  years  never   ex- 
ceeded 21  million  bales.      The   current    season's   supply  is  nearly  2-4/5  million 
bales  or  one— eighth  larger  than  the  1C— year  average. 

On  October  23,    approximately  9  million  bales   (excluding  cotton  traded 
to   Great  Britain)    of  the  indicated  19^0-Ul  world  supply  of  American   cotton 
were  owned  or  held  as   collateral  by  the  United  States   Government.      This 
figure   compares  with  a  little   ever  10  million  bodes  on  the  corresponding  date 
last    season.      Prom  late  October  1939   to  the   end  of  July  19^-0,    such   stocks 
were  reduced  I-§  mi  Hi  on  bales.      This   season,    however,    such  stocks  are   expected 
to   increase  greatly  as  a  result   of  restricted  exports  and  existing  loan  rates. 

The  estimated  19^0— 4l  world  commercial   supply  of  foreign-grown   cotton 
of  over  2'.— 1/2  million  bales   (of  4  78'  pounds  net  weight)    is  1-1/3  million 
bales  larger  than  that   for  last    season.      Since   stocks  of  foreign   cotton  in 
continental  Europe  were  much  smaller  on  August   1,    19UO  then  a  year   earlier, 
the  supply  of  non— American  cotton  available  in  those  markets  accessible  to 
American   cotton   is  perhaps  2  million  bales  larger  than   in  1939~^°»      This 
makes   the  fifth   consecutive  year  that   the  world  supply  of  such  cotton  has 
been  between  23  and  2S  million  bales.     Prior  to   1933   it  had  never   exceeded 
17-1/2  million  bales.      The  indicated  supply  for  the   current   season   is  about 
M—2/5  million  bales  more  than  the  10— year  average  and  9  million  bales  more 
than  in  1932-33. 

In  view  of  a  prospective   substantial   increase   in  the  world  carry-over 
of  American   end  foreign   cotton  on  August    1,    I9UI ,    world   supplies  for  the 
19^1-^-2   season  will  likely  increase  unless  the  19^-1  crop   is  materially  smaller 
than  the  19;+0   crop.      Insofar  as  the  United  States  is   concerned,    the   cotton 
acreage  allotments  for  19^1  are   expected  to  be  about  the   same  as  those  for 
1940.      Such  an   acreage  with  yields   equal  to   the  average   for  the  past   5  years 
would  give  a  19-i-l   crop   about- 1-l/U  million  bales  less  than  that  of  the   current 
season.      This  amount   of  reduction,    however,    might  not  be    sufficient   to   off- 
set the  prospective  increase  in  the  carry— over  of  American  cotton.      If  con- 
sumption prospects   continue  as  unfavorable   as   at  present,    it    is  not  unlikely 
that   foreign  production  may  be   reduced   somewhat   in  19^-1-^2. 

Carry-over,    down   in  19^+0,    likely  to 
increo.se   sharply  in  19^-1 

The  total  world  carry-over  of  all  growths  on  August    1,    19}-40  of  nearly 
20— 2/3  million  bales  was  slightly  less   than  a  year   earlier,    which  in  turn 
was  about   5  percent   less   than  the  record  high  of  August   1932.      During  the 
last   3  years  the  world  carry— over  has  been  much  larger  than  usual  relative 
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to  production  and  to  world  supply  and  has  represented  fron  Hi  to  1+5  percent 
of  the   supply. 

She  world  carry-over  of  American   cotton  on  August   1,    I9I+O   of  12-2/3 
nillion  hales  v/as  almost   1—1/2  nillion  hales  lees  than  the  record  high  of 
--539*      It  was   still  about    equal,    however,    to   the  world  consumption  of 
Anerican   cotton  in  1939-*4£>  and  nuch  larger  than   consumption  in   either  of  the 
tT.70  preceding  seasons.      In  the  last   3  years   the  carry-over  of  Anerican    cotton 
has   constituted  50  percent   or  nore  of  the   supply,   with  one-half  to    three- 
fourths  of  the   carry-over  consisting  of  Government   loan  stocks.      The  August 
19*40  world  carry-over  of  foreign   cotton  was  higher  than  a  year  earlier  hut 
somewhat  less  than   the  record  high  of  1938.      It  pas  nore  than  1  nillion 
hales  larger  than  the  carry-over  of  foreign   cotton  in  any  year  prior  to   1937* 

The  total  world  carry-over  of  cotton  on  August   1,    19*41   is   expected 
to  he  materially  larger  than  at   the  beginning  of  the  current    season  and  some- 
what  larger  than  the  previous  record  high  of  1958.     World  stocks  of  .American 
cotton  nay  approach  or  even   exceed  the  1939  peak,    despite  a  considerable  de- 
cline in   stocks   outside  of   the  United  States,     As  in   each  of  the  past   2 
years  most   of  the  world  carry-over  of  Anerican   cotton  will  be  owned  or  held 
as   collateral  by   the  United  States   Government.      The  19*4-1  world   carry-over  of 
foreign  cotton  will  no  doubt   also   show  some  increase. 

Cotton,   American,    foreign,    and  all  growths:      World  carry-over, 
production,    and   supply,    average  1929-38,   years  1933~*40 
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19*40   as  a  per  cent  ago  of  10-year  average  and  of  1939 
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llb.6 
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Compiled  fron   reports  cf  the  Ken  York   Cotton  Exchange  Service. 
1/     All   totals   were  nadc  before  figures  were   rounded. 

2/      Ginnings   iron  August   1   to   July  31  plus  the   "city   crop",    which  consists   of 
rebaled  samples,    sweepings,    and  -pickings  fron   cotton  damaged  by  weather,    fire,et< 
2tf  -   American   cotton  in  ruining  hales   c0w.nt.in,0:  round  Kales  as  half  balos  and  for- 
eign  in  hales   of  *+78  pounds  not.  i;;oi(a-ht. 
4/     P  r  eXi  n3  naxy  . 
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Production  higher  both  in  United  States      .-./  , 
and  in  foreign  countries 

The  total  world  production  of  commercial  cotton  for  the  I9HO-U1 
season  was  estimated  in  late  October  to  total  over  29-1/3  million  bales. 
This  is  nearly  2  million  bales  larger  than  the  previous  season  and  the  third 
largest  total  on  record.   It  is,  however,  7-2/5  million  bales  less  than  the 
record  production  of  1937-33. 

The  United  States  crop  of  nearly  12-3/}4  million  bales  (of  k^E   pound 
net  weight),  according  to  the  October  estimate,  is  equivalent  to  over  12-1/2 
million  running  bales.  This  is  approximately  1  million  bales  larger  than  the 
1939  crop  and,  with  the  exception  of  the  record  crop  of  1937,  'the  largest  in 
7  years. 

The  Zk.k   million  acres  left  for  harvest  in  I9U0  is  slightly  larger 
than  that  for  either  of  the  2  preceding  years  but  about  one -fourth'!  less  than 
the  10-year  (1929-33)  average.  The  indicated  yield  per  acre  for  the  I9I+O 
crop  of  250  pounds  is  the  second  largest  on  record  and  52  pounds  higher  than 
the  10-year  average. 

Recent  reports  indicate  that  the  production  of  commercial  cotton  in 
foreign  countries  in  I9H0-HI  may  total  close  to  16-3A  million  bales.  This 
is  nearly  1  million  bales  larger  than  either  of  the  two  preceding  crops.   It 
is  the  third  largest  in  history,  being  exceeded  only  by  the  18-1/3  to  18-2/5 
million  bale  crops  of  1936  a^-d  1937.   In  1932-33  "the  production  of ..  commercial 
cotton  in  foreign  countries  was  only  10-1/2  million  bales.   On  the  basis  of 
current  estimates,  a  large  part  of  the  increase  in  the  19^+0  crop  is  accounted 
for  by  Brazil  and  China,  although  some  increase  is  expected  in  a  number  of 
other  countries. 

In  view  of  the  unfavorable  export  outlook,  it  now  seems  probable  that 
stocks  of  raw  cotton  in  many  of  the  cot ten-producing  countries  will  increase 
substantially  during  the  current  season.  This  may  result  in  less  favorable 
prices  for  cotton  in  relation  to  other  products,  particularly  food,  in  a 
number  of  foreign  countries,  even  though  cotton  prices  in  those  countries 
are  indirectly  being  supported  by  the  United  States  Government's  loans  to 
American  producers.   It  is  not  unlikely,  therefore,  that  foreign  cotton  acreage 
and  production  may  be  somewhat  smaller  in  I9U1  and  I9U2  than  in  I9U0. 

DEMAND  AND  CONSUMPTION 
World  demand  greatly  restricted 

As  a  result  of  the  British  blockade  of  continental  Europe  and  reduced 
cotton  consumption  prospects  in  Japan,  China,  and  Great  Britain,  the  world's 
effective  demand  for  cotton  seems  likely  to  be  much  less  this  season  than  last. 
If  the  British  blockade  continues  in  effect  and  conditions  in  the  Orient 
continue  about  as  expected,  world  demand  for  and  consumption  of  cotton  will 
probably  be  the.  lowest  for  several "years .   World  consumption  may  drop  back 
to  the  level  of  the  early  1930' s  when,  largely  as  a  result  of  the  world-wide 
depression,  annual  consumption  was  between  22-1/2  and  2U-2/3  million  bales. 
In  1939-i+O  as  well  as  in  the  preceding  season  the  mills  of  the  world  ore  esti- 
mated to  have  consumed  just  under  23-1/2  million  bales. 
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Domestic  demand  favorable,  consumption 
to  establish  new  high 

Under  the  stimulus  of  the  defense  program,  domestic  business  activity, 
employment,  and  pay  rolls  are  expected  to  average  materially  higher  in  I9HO-U1 
than  in  1939-^° •  This  should  stimulate  consumer  purchases  of  cotton  clothing 
and  household  articles.  Also,  Government  purchases  of  cotton  textiles,  in- 
cluding those  for  national  defense,  will  be  much  larger  than  in  the  previous 
season.  Furthermore,  the  expanded  Government  cotton  products  export  payment 
program  and  reduced  competition  from  European  textiles  should  result  in  a 
substantial  rise  in  exports  of  cotton  textiles.  Government  subsidies  on 
cotton  and  cotton  products  for  domestic  use  by  such  means  as  the  Mattress 
Program,  Stamp  Plan,  Cotton  Bagging  for  Cotton  Bales,  and  the  Cotton  Insulat- 
ing Program  should  also  stimulate  consumption.   In  view  of  these  developments 
and  reasonably  small  stocks  of  cotton  goods  at  the  beginning  of  the  season, 
domestic  mills  seem  likely  to  consume  considerably  more  than  8  million  bales 
of  cotton  during  the  year  ending  July  19^1.   Consumption  may  total  8-1/2  to 
S-3A  million  bales,  particularly  if  Government  purchases  for  defense  purposes 
should  be  as  important  as  some  observers  believe.   Should  the  400,000  bales 
now  set  aside  for  distribution  to  low-income  families  for  mattresses  all  be 
used,  consumption  may  be  between  8-3/^-  and  9  million  bales.  Last  season  con- 
sumption totaled  7-3/^-  million  bales,  and  the  record  high  thus  far  established 
was  in  193&-37  when  nearly  8  million  bales  were  processed. 

Employment,  pay  rolls,  and  total  national  income  payments  in  the  United 
States  are  now  5  "to  15  percent  larger  than  a  year  ago  and  are  expected  to 
average  about  this  much  higher  for  the  entire  season.   Wholesale  and  retail 
prices  of  cotton  goods  are  about  the  same  to  only  slightly  higher  than  at 
this  time  last  year.   The  Government  stamp  plan  for  cotton  products  is  operating 
on  a  larger  scale  than  it  did  last  year.  In  addition,  cotton  textile  promotion- 
al activities  of  such  private  organizations  as  the  Cotton  Textile  Institute 
and  the  National  Cotton  Council  also  have  been  expanded  and  are  now  consider- 
ably greater  than  ever  before.  These  factors  are  expected  to  stimulate  manu- 
facturers' sales  of  cotton  textiles  for  clothing  and  household  articles  for  . 
nonmilitary  purposes,  which  normally  account  for  roughly  three-fifths  of  the 
total  domestic  mill  consumption. 

In  the  automobile  and  tire  industries,  which  normally  consume  about 
three-quarter  million  bales  of  cotton  annually,  raw  cotton  requirements  in 
19^0-Ul  seem  likely  to  show  some  increase  over  those  for  the  year  ended  July 
19^+0.  The  expected  increase  in  employment  and  pay  rolls,  and  in  truck  trans- 
portation requirements,  seem  likely  to  result  in  some  increase  in  the  produc- 
tion of  tires.   Sales  of  cotton  fabrics  used  for  such  industrial  purposes  as 
bagging,  shoe  lining,  conveyor  belts,  awnings,  tents,  and  covers  generally 
increase  as  business  activity  and  consumer  incomes  improve. 

Under  the  current  domestic  cotton  products  export  payment  program  the 
rate  of  Government  payments  are  for  the  most  part  from  2  to  3~l/2  times  as 
large  as  payments  during  the  1939-^0  season.   This  and  reduced  exports  of 
Italian  and  possibly  further  declines  in  the  exports  of  British  and  Japanese 
goods  should  cause  a  further  substantial  increase  in  domestic  exports  of 
cotton  products. 
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Foreign  demand  low,  foreign  consumption  may  "be 
smallest  since  early  1^20' s 


At  present  practically  all  of  continental  Europe  (excluding  Russia), 
where  in  the  5  years  ending  July  1939  consumption  of  imported  cottons  aver- 
aged roughly  5  million  "bales  including  2-1/2  million  hales  of  American,  is 
largely  cut  off  from  sources  of  ran  material  hy  the  British  hlocko.de.   If 
the  "blockade  continues  effective,  very  little  cotton  will  he  imported  into 
this  area  during  the  current  season.   This  together  with  less  favorahle 
consumption  prospects  than  last  season  in  Japan,  China,  and  Great  Britain 
will  greatly  reduce  mill  consumption  in  foreign  countries  this  season.  Total 
mill  consumption  outside  of  the  United  Sta,tes  may  drop  hack  to  less  than  17 
million  hales  compared  with  more  than  20-1/2  million  hales  last  season. 

Cotton,  American,  foreign,  and  all  growths:   Mill  consunmtion 
in  the  United  States,  foreign  countries,  and  the  world, 
average  1929-38,  annual  1933-39 


Season 
"begin- 
ning 
Aug.  1 


Average 
1929-38 

1933 
I93U 

1935 
1936 

1937 
1938 
1939  1/ 

10-year 
average 

1938 


United  States 


Ameri- 
can 


Foreign 


Total 
1/ 


Foreign  countries 


Ameri- 
can 


Fo  re  ign 


Total 
1/ 


World  l/r 


Ameri- 
can 


Foreign 


Total 
1/ 


Million  Million  Million  Million  Million  Million  Million  Million  Million 
hales   hales   hales   hales   hales   hales   hales   bales   hales 
2/      2/      2/      2/      2/      2/      2/      2/      2/ 


5.9 

5.6 
5.2 
6.2 
7-8 
5.6 
6.7 


.2 

.1 
.1 

.1 
.2 
.1 
.1 
.1 


6.0 


5.7 
6.1+ 

2,0 

5.7 
6.9 

7.8 


6.5 

8.2 

6.0 

6.3 

5.3 
5.2 

5.2 


13-5 

11.7 
1U.2 
1U.9 
17.U 
16.7 
1-7.1 
15.^ 


20.0 

19.9 
20.1 
21.2 
22.7 
22.0 

21.7 
20.6 


12.U   13.7 


13.3 

11.2 

12.5 
13.1 
10.8 
11.2 
12.8 


11. g 

l'4.3 
15.0 

17.5 
16.9 
17.2 
13.5 


1939  -n'S  a  percentage  of  10-year  average  and  of  19"^8 


I3O.5 

11M 


50.0 
100.0 


130.0 
113.0 


go.o 
115.6 


llU.i 
90.1 


10^.0 

9^.9 


103.2 
11U.3 


113.1 
90.1 


26.0 

2^.6 

25.5 
27.5 

30.6 

27.7 

28.5 
2g.3 


108.8 
99.3 


Compiled  from  repo 
States  consumption 
1/  All  totals  were 
2/  American  cotton 
pounds  net  weight. 
2/  Preliminary. 


rts  of  the  New  York  Go.tton  Exchange  Service,  except  United 
which  is  from  Bureau  of  the  Census  reports, 
made  hefore  figures  were  rounded, 
in  running  hales  and  foreign  in  equivalent  hales  of  U78 


Cotton  consumption  prospects  in  Europe  are  particularly  uncertain.  A 
continuation  of  an  effective  British  blockade  would  undoubtedly  mean  ex- 
ceptionally low  consumption.   It  is  not  known,  however,  to  what  extent  the 
available  supplies  of  raw  cotton  will  be  conserved  for  use  at  a  later  date. 
There  is  also  much  uncertainty  as  to  the  amount  of  cotton  the  Axis  powers 
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may  "be  able  to  obtain  from  Russia  or  from  other  sources.  Recently  Russia 
has  "been  purchasing  considerable  quantities  of  American  cotton  for  the  first 
time  since  1935*  'Ihese  purchases  are  said  to  be  due  to  Russia's  sale  of 
sizeable  Quantities  of  cotton  to  Germany. 

In  Great  Britain  the  outlook  for  cotton  consumption  is  much  less 
favorable  this  season  than  in  I939J+O  when,  largely  as  a  result  of  large 
Government  orders,  British  mills  were  operating  at  a  high  rate.  In  order 
to  conserve  foreign  exchange,  transportation  facilities  and  possibly  labor, 
sales. of  cotton  goods  to  British  civilians  since  October  1,  I9U0  have  been 
restricted  to  37-1/2  percent  of  the  level  existing  during  the  first  half  of 
1939* *  Moreover,  despite  governmental  efforts  to  aid  cotton  textile  exports, 
sales  for  export  arc  reported  as  materially  restricted,  a  result  due  in  a. 
considerable  measure  to  uncertainties  as  to  the  ability  to  fill  contracts 
according  to  schedule.  Also  it  seems  likely  that  Government  orders  for  mili- 
tary and  civil  defense  needs  may  be  much  less  this  season  than  last. 

Cotton  consumption  in  Japan  is  being  severely  restricted  by  a  con- 
tinuation of  Government  restrictions  on  the  sale  of  cotton  goods  in  the  areas 
under  Japanese  control.   In  addition,  Japanese  exports  of  cotton  textiles  in 
the  past  few  months-  have  been  14  to  U5  percent  less  than  a  year  earlier  and 
the  lowest  for  9  yea.rs.  Recent  reports  indicate  a  continued  low  rate  of 
export  sales  due  largely  to  overseas  import  restrictiors,  exchange  control 
and  clearing  agreements,  increased  production  and  shipping  costs,  and  reduced 
demand  for  Japanese  goods  in  India  and  other  markets.  Another  factor  which 
will  tend  to  restrict  cotton  mill  consumption  in  Japan  this  season  is  the 
record  high  stocks  of  manufactured  goods  on  hand.  In  the  early  part  of  the 
season  such  stocks  ""ere  equivalent  to  8  months'  exports  at  the  average  rate 
of  the  3  months  ended  September  19'+0. 

Consumption  in  China,  also  seems  likely  to  be  loss  this  season  than  in 
-939-^"0»   Speculative  activity  is  said  to  have  resulted  in  record  stocks  of 
cotton  products,  and  the  intensified  Japanese  blockade  has  reduced  market 
outlets.   Furthermore  in  other  areas  the  extremely  high  prices  of  cotton 
textile  end  unfa.vora.ble  economic  conditions  are  likely  to  reduce  cotton 
textile  purchases. 

In  India,  Brazil,  and  Canada  cotton  consumption  prospects  are  more 
favorable  than  in  most  other  important  cotton  manufacturing  countries.  Re- 
duced cotton  textile  imports  resulting  from  transportation  difficulties, 
governmental  regulations,  and  other  developments  attributable  to  the  war  are 
expected  to  be  favorable  to  cotton  mill  consumption  in  India.   These  factors 
may  be  enough  to  offset  or  even  more  than  offset  any  unfavorable  developments. 
Recent  governmental  mea.sures  designed  to  reduce  Brazilian  raw  fiber  imports 
and  en  expanded  Brazilian  defense  program  are  expected  to  maintain  or  increase 
cotton  mill  consumption  in  Bra.zil  this  season  relative  to  the  high  level  of 
1939*-^ •  In  Canada  cotton  consumption  may  be  less  than  that  of  last  season 
since  Government  orders  may  be  smaller.   So  far  as  is  known,  however,  no 
restriction  on  civilian  consumption  -  such  as  is  in  operation  in  Japan  and 
Great  Britain  -  has  been  announced  or  is  contemplated. 
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PRICES  AKD  INCOME 
Price  disparities  contributing  to  reduced 
United  States  e:rports 

The  inaccessibility  of  most  European  markets  and  the  unfavorable 
consumption  prospects  in  most  other  important  .importing  countries  would 
naturally  "be  expected  to ''restrict  greatly  the  international  trade  in  raw 
cotton.   Therefore, .  even  if  exports ■ of  American- cotton  maintained  the  same 
ratio  to  other  growths  as  in  1939-^0 '  they  would  show -a  marked  drop.  The 
high,  prices  of  American  cotton  now  existing  relative  to  the  more  i«p©rtaat  • 
foreign  growths,  however,  are  further  restricting  exports  from  the  United 
States. 

Recent  reports  from  Great  Britain,  Canada,  Japan,  and  Spain,  the 
principal  accessible  import  markets,  indicate  that  prices  of  American  cotton 
are  unusually  high  relative  to  prices  of  most  important  foreign  growths.  In 
the  last  three  named  countries  prices  of  American  cotton  are' so  high  relative- 
ly that  sales  of  American  cotton  are.  said  to  have  practically  ceased.  Within 
the  last  few  weeks  Brazilian  cotton  is 'reported  as  having  been  sold  in  these 
markets  from  10  to  25  percent  less  than  American  cotton  of  about. the  sane 
quality.   In  Liverpool  prices  of  "American  and  some  of  the  other  growths  are 
now  being  materially  affected  by  Government  regulations  with  respect  to 
prices,  foreign  exchange,  freight  allotments,  and  the  disposition  of  barter 
cotton.  Nevertheless,  prices  of  .Indian  cottons  in  Liverpool'  are'  now  consider- 
ably lower  than  usual  in  relation  to  American.  Ordinarily  the  switch  or.  the 
part  of  manufacturers  from  the  over-oriced  to  the  under-priced  growths  soon 
so  Increases  the  stocks  or  available  supply  of  one  and  decreases,  the,  other 
that  their  prices 'do  not  long  stay  out  of  line.  This  year  the  limited  market 
outlets  and  the  United  States  Government  loan  program  may  combine  to  cause  the 
price  differences  between  American,  Indian,  and  Brazilian  growths  to  continue 
considerably  larger  than  usual. 

Prices  of  soot  cotton  in  the  United  States  are  now  (late  October)  for 
the  most  part  within  a  few  points  of  the  Government  loan  ra.tes  on  the  I9U0 
crop.  The  10-market  average  price  for  Middling  lo/lb  inch  of  9. "57  cents  for 
the  week  ended  October  2o  was  only  0.n7  pc  nts  above  the  average  loan  rate 
of  9.30  ceni.fi  for  this  quality  in  these  markets.   In  October  last  year  the 
10-mr.x-ket  average  for'  15/16  inch  of  9.O3  cents  was  approximately  the  same  as 
the  I039  Government  loan  rate.  But  during  most  of  the  1539~14-0  season  market 
prices  were  significantly  above  the  loan  rates.   Last  year,  exports  (aided 
by  the  Government  export  oaynent  program)  and  domestic  consumption  combined 
were  running  at  a  rate  considerably  in  excess  of  the  I939  crop,  and  less  than 
21,000  bales  of  the  I939  crop  were  placed  under  Government  loan.   This  year, 
on  the  other  hand,  domestic  disappearance  (exports  plus  mill  consumption)  is 
running  at  a.  rate  much  less  than  the  19IJ-O  crop  and  large  quantities  of  the 
crop  are  being  placed  under  Government  loans.  Up  to  October  23  about  1  mil- 
lion bales  of  the  I9U0  crop  had  been  reported  to  the  Commodity  Credit  Corpora- 
tion as  having  been  pledged  on  Government  loans.   As  of  that  date' total  stocks 
of  all  crous  owned  or  held  as  collateral  by  the  Government  were  9-2/5  million 
bales. 

If  domestic  prices  continued  at  approximately  the  loan  rate  and  the 
1940  crop  proved  to  be  about  as  estimated,  in  October,  American  farmers  would 
obtain  close  to  bOO  million  dollars  for  their  lint  cotton,  assuming  they  s 
or  placed  under  loan  all  of  their  crop.   Last  season  their  returns  from  lin' 
totaled  about  537  million  dollars.  Returns  from  the  I9U0  crop,  however,  wrilld 
be  only  about  one-half  as  large  as  the  average  for  the  decade  of  the  lo.Vrs. 
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